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1. INTRODUCTION 


This policy for the management of assets has been designed to assist management and 
officials of the Pixley Ka Seme District Municipality with the description of management 
procedures for Property, Plant and Equipment, investment Property and Intangible 
Assets. It also should assist with the capacity to differentiate between activities, which 
are acceptable in terms of general authorisation, supervisory responsibilities and limits of 
authority to the management of assets and functions of the Municipality. 

This policy will provide certainty with respect to the handling of asset management 
procedures undertaken within the Municipality and will ensure that management and 
employees understand their respective responsibilities and duties. 

For the purpose of this policy, assets exclude inventory and monetary assets such as 
debtors. 

2. OBJECTIVE OF THE POLICY 

The objective of this policy is to ensure that assets of the Municipality are properly 
managed and accounted for by: 

• The accurate recording of essential asset information; 

• The accurate recording of asset movements; 

• Exercising strict physical controls over all assets; 

• Treating the assets correctly in the Municipality’s financial statements; 

• Providing accurate and meaningful management information; 

• Compliance with the Council’s accounting policies and General Recognised 
Accounting Practices (GRAP); 

• Adequate insuring of assets; 

• Maintenance of assets; 

• Ensuring that managers are aware of their responsibilities with regard to the assets; 
and 

• Setting out the standards of management, recording and internal controls so as to 
safeguard the assets against inappropriate utilisation of loss. 

3. STATUTORY FRAMEWORK 

The statutory framework for this policy is: 

• The Constitution of the Republic of South Africa, Act 108 of 1996; 

• Local Government Municipal Structures Act, No. 117 of 1998; 

• Local Government Municipal Systems Act, No. 32 of 2000; 

• Local Government Municipal Finance Management Act, No. 56 of 2003; 

• Regulation No. 31346 of 2008; 

• Municipal Supply Chain Management Regulations, No. 27636; and 

• Generally Recognised Accounting Practice. 






4. ACCOUNTING STANDARDS 


This document constitutes a policy statement and shall not take precedence over the 
standards specified by the Accounting Standards Board. The relevant accounting 
standards include: 

• GRAP 1 : Presentation of Financial Statements 

• GRAP 11 Construction Contracts 

• GRAP 12 : Inventories 

• GRAP 13 : Leases 

• GRAP 16 : Investment Property 

• GRAP 17 : Property, Plant and Equipment 

• GRAP 21 : Impairment of Non-cash-generating Assets 

• GRAP 26 : Impairment of Cash-generating Assets 

• GRAP 31 : Intangible Assets 

• GRAP 100 : Non-current Assets Held for Sale and Discontinued Operations 

• GRAP 101 : Agricultural 

• GRAP 103 : Heritage Assets 

5. DEFINITIONS 

“Accounting Officer” means the Municipal Manager appointed in terms of Section 82 
of the Local Government Municipal Structures Act, 1998 (Act 117 of 1998) and being the 
head of the administration and accounting officer in terms of Section 60 of the Local 
Government Municipal Systems Act, 2000 (Act No. 32 of 2000). 

“Agricultural Activity” is the management by an entity of the biological transformation 
of biological assets for sale, into agricultural produce, or into additional biological assets. 

“Active market” is a market in which all the following conditions exist: 

• The assets traded within the market are homogeneous: 

• Willing buyer and seller can normally be found at any time; and 

• Prices are available to the public. 

“Agricultural Produce” is the harvested product of the entity’s biological assets. 

"Amortisation” is the systematic allocation of the depreciable amount of an intangible 
asset over its useful life. 

“Assets” are resources controlled by the Municipality as a result of past events and 
from which future economic benefit or service potential are expected to flow. However 
for the purpose of this policy exclude inventory and other monetary assets. 

“Asset categories” are the six main asset categories defined as follows: 

• Infrastructure assets - are defined as any asset that is part of a network of 
similar assets. Examples are roads, water reticulation schemes, sewage 
purification and trunk mains, transport terminals and car parks. 






• Community assets - are defined as any asset that contributes to the 
community’s well-being. Examples are parks, libraries and fire stations. 

• Heritage assets - are defined as culturally significant resources. Examples 
are works of art, historical buildings and statues. 

• Investment properties - are defined as properties that are acquired for 
economic and capital gains. Examples are office parks and under-developed 
land acquired for the purpose of resale in future years. 

• Intangible assets - are identifiable assets without physical subsistence. 

• Other assets - are defined as assets utilised in normal operations. Examples 
are plant, equipment, motor vehicles and furniture and fittings. 

“Asset’s Life-Cycle” is the Cycle of activities that an asset goes through - including 
planning, design, initial acquisition and/or construction, cycle of operation and 
maintenance and capital renewal and finally disposal. 

“Asset Manager” is any official who has been delegated responsibility and 
accountability for the control, usage, physical and financial management of the 
Municipality’s assets with the entity’s standards, policies, procedures and relevant 
guidelines. 

“Asset Register” is a record of information on each asset that supports the effective 
financial and technical management of the assets, and meets statutory requirements. 

“Biological Assets” is a living animal or plant. 

“Biological Transformation” comprises the processes of growth, degeneration, 
production and procreation that causes qualitative or quantitative changes to a biological 
asset. 

“Carrying amount” is the amount at which an asset is recognised after deducting any 
accumulated depreciation and accumulated impairment losses. 

“Chief Financial Officer” means an officer of a municipality designated by the 
Municipal Manager to be administratively in charge of the budgetary and treasury 
functions. 

“Class of property, plant and equipment” means a grouping of assets of a similar 
nature or function in a municipality’s operations, which is shown as a single item for the 
purpose of disclosure in the financial statements. 

“Commercial service” means a service other than a municipal service: 

(a) rendered by a private sector party or organ of state to or for a municipality or 
municipal entity on a commercial basis; and 

(b) which is produced by the municipality or municipal entity through its supply chain 
management policy. 




“Community Assets” are defined as any asset that contributes to the community’s 
well-being. Examples are parks, libraries and fire stations. 

“Cost” is the amount of cash or cash equivalents paid or the fair value of the other 
consideration given to acquire an asset at time of its acquisition or construction or where 
applicable, the amount attributed to that asset when initially recognised in accordance 
with the specific requirements of Standards of GRAP. 

“Depreciation” is the systematic allocation of the depreciable amount of an asset over 
its useful life. 

“Depreciable amount” is the cost of an asset, or other amount substituted for cost in 
the financial statements, less its residual value. 

“Depreciated replacement cost” in relation to capital assets, means an amount 
equivalent to the cost to replace the capital assets on the date of transfer adjusted by a 
deemed depreciated cost at the date of the transfer taking into account the age and 
condition of the assets. 

“Disposal” in relation to capital assets, includes: 

(a) the demolition, dismantling or destruction of the capital assets; or 

(b) any other process applied to capital assets which results in loss of ownership of 
the capital assets otherwise than by way of transfer of ownership. 

“Disposal management system” means the system contemplated in regulation 40 of 
the Municipal Supply Chain Management Regulations, published by General Notice No. 
868 of 2005. 

“Enhancements / Rehabilitation” is an improvement or augmentation of an existing 
asset beyond its recognised service potential for example useful life, capacity, quality 
and functionality. 

“Fair Value” is the amount for which assets could be exchanged between 
knowledgeable, willing parties in an arm’s length transaction. 

“GRAP” is Standards of Generally Recognised Accounting Practice. 

“Head of department / senior manager” means a manager referred to in Section 56 of 
the Municipal Systems Act. 

“Heritage Assets” are defined as culturally significant resources. Examples are works 
of art, historical buildings and statues. 

“Historical cost” means the original purchase price or cost of acquisition of the capital 
assets at the time the assets were acquired. 

“Impairment loss” of cash generating assets is the amount by which the carrying 
amount of assets exceeds its recoverable amount. 




“Impairment loss” of non-cash generating assets is the amount by the carrying 
amount of assets exceeds its recoverable service amount. 

“Infrastructure assets” are defined as any asset that is part of a network of similar 
assets. Examples are roads, water reticulation schemes, sewerage purification and 
trunk mains, transport terminals and car parks. 

“Intangible assets” are identifiable non-monetary assets without physical substance. 

“Investment Properties” are defined as property (land or a building - or part of a 
building - or both) held (by the owner or by lessee under a finance lease) to earn rentals 
or for capital appreciation or both, rather than for: 

(a) use in the production and supply of goods or services or for administrative 
purposes; or 

(b) sale in the ordinary course of business. 

“Municipality” means the Pixley Ka Seme District Municipality. 

“Other Assets” are defined as assets utilised in normal operations. Examples are plant 
and equipment, motor vehicles and furniture and fittings. 

“Property, Plant and Equipment (PPE)” are tangible assets that: 

• are held by a municipality for use in the production or supply of goods or 
services, for rental to others, or for administrative purposes; and 

• are expected to be used during more than one period. 

“Residual value” of assets is the estimated amount that an entity would currently 
obtain from disposal of the assets, after deducting the estimated costs of disposal, if the 
assets were already of the age and condition expected at the end of its useful life. 

“Service provider” - 

(a) in relation to a municipal service, means a private sector party or organ of state 
appointed by a municipality in terms of Chapter 8 of the Municipal Systems Act to 
perform service in accordance with that Act; or 

(b) in relation to a commercial service, means a private sector party or organ of state 
appointed in terms of the supply chain management policy of a municipality or 
municipal entity to render a commercial service to or for the municipality or entity 
as an independent contractor. 

“Supply chain management policy” means the supply chain management policy 
which a municipality or municipal entity is required to have in terms of Chapter 11 of the 
Act. 

“Act” means the Local Government Municipal Finance Management Act, 2003 (Act No. 
56 of 2003). 

“Transfer” in relation to a capital or subsidiary asset, means transfer of ownership in 
the asset as a result of a sale or other transaction. 




“Useful life” is either: 

• the period of the time over which an asset is expected to be used by the 
Municipality; or 

• the number of production or similar units expected to be obtained from the asset 
by the Municipality. 

6. RESPONSIBILITY 
Municipal Manager 

As accounting officer of the municipality, the municipal manager shall be the principal 
custodian of all the municipality’s fixed assets, and shall be responsible for ensuring that 
the fixed asset management policy is consistently applied and adhered to. 

Chief Financial Officer 

The Chief Financial Officer shall be the fixed asset registrar of the municipality, and shall 
ensure that a complete, accurate and up-to-date computerised fixed asset register is 
maintained. 

No amendments, deletions or additions to the fixed asset register shall be made other 
than by the chief financial officer or by an official acting under the written instruction of 
the chief financial officer. 

7. ASSET REGISTER 

The asset register shall be maintained in the format determined by the Chief Financial 
Officer, which format shall comply with the requirements of Generally Recognised 
Accounting Practice (GRAP) and any other accounting requirements which may be 
prescribed. 

The asset register shall reflect the following information: 

• a brief but meaningful description of each asset; 

• the date on which the asset was acquired or brought into use; 

• the location of the asset; 

• the responsible senior manager and departments) or vote(s) within which the assets 
will be used; 

• the title deed number, in the case of property; 

• the stand number, in the case of property; 

• where applicable, the identification number; 

• the measurement based used (Cost or Fair Value); 

• the original useful life; 

• the revised useful life; 

• the residual value; 

• the original cost, or the revalued amount of the fair value if no costs are available; 

• the (last) revaluation date of the assets subject to revaluation; 

• the revalued value of such assets; 

• who did the (last) revaluation; 

• accumulated depreciation to date; 





• the depreciation charge for the current financial year; 

• the carrying value of the asset; 

• the method and rate of depreciation; 

• impairment losses incurred during the financial year (and the reversal or such losses, 
where applicable; 

• method of calculating recoverable amount (when impairment test are required in 
terms of GRAP); 

• increases or the decreases resulting from revaluations (if applicable); 

• the source of financing; 

• condition of the asset; 

• the date on which the asset is disposed of; 

• the disposal price; and 

• the date on which the asset is retired from use, if not disposed of. 

An asset shall be capitalised, that is, recorded in the asset register, as soon as it is 
acquired. If the asset is constructed over a period of time, it shall be recorded as work-in- 
progress until it is available for use, where after it shall be appropriately capitalised as a 
fixed asset. An asset shall remain in the asset register for as long as it is in physical 
existence. 

The Asset Manager must ensure that reconciliations are performed on a monthly basis 
between the general ledger values and the asset values and to be submitted to the Chief 
Financial Officer. 

8. CLASSIFICATION OF ASSETS 

In compliance with the requirements of the National Treasury, the Chief Financial Officer 
shall ensure that all assets classified under the following headings in the Fixed Asset 
Register: 

8.1 Property, Plant and Equipment 

• Land and Buildings (not held as investment assets); 

• Leased assets; and 

• Other assets (ordinary operational assets). 

Other assets shall be classified under the following headings: 

• Office equipment; 

• Furniture and fittings; 

• Plant and equipment; 

• Motor vehicles; and 

• Emergency equipment. 
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8.2 Intangible Assets 

Intangible assets are identifiable non-monetary assets without physical substance. 

Intangible assets will be treated in accordance with GRAP 31 and will separately be 
classified in the Statement of Financial Position. Intangible assets shall be valued at 
cost less any accumulated amortisation and any impairment losses. 

8.3 Investment Property 

Investment assets (resources held for capital or operational gain and which are not 
used by the Municipality). Properties occupied by the Municipality. Councillors or 
officials are classified as owner-occupied property and are therefore not classed as 
investment property. 

Investment properties will be treated in accordance with GRAP 16 and will separately 
be classified in the Statement of Financial Position. Investment properties will not be 
depreciated but will annually be revalued. 

Adjustments to the previous year’s recorded fair value shall be accounted for as 
either gains (revenue) or losses (expenses) in the accounting records of the 
Municipality. 

The valuations of the local municipalities for the property in their municipal area will 
be used as the valued amount. 

9. CAPITALISATION CROTERIA 

PPE and Intangible Assets 

All PPE and Intangible Assets with a Lifespan of more than one year will be capitalised 
as assets. All PPE and Intangible assets shall be carried in the asset register, and 
appropriately recorded in the annual financial statements, at their original cost or fair 
value less any accumulated depreciation or amortisation in the case of intangible assets. 

The original cost of an item of PPE or Intangible Asset may include: 

• Cost price: 

• Financing cost (MFMA Section 46(4)); 

• Import Tax; 

• Non-claimable purchase tax; and 

• Any costs directly attributable to bringing the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management. 

Investment Property 

An investment property shall be measured initially at its cost. Transaction costs shall be 
included in the initial measurement. The cost of purchased investment property includes 
all directly attributable expenditure (professional fees for legal services, property transfer 
taxes and other transaction costs). 




After initial recognition, investment property will be measured at fair value. A gain or loss 
arising from a change in fair value shall be recognised as a profit or loss in the Statement 
of Financial Performance in the period in which it arises. The fair value of investment 
property shall reflect market conditions at reporting date. 

In terms of GRAP 16 transfers to and from investment property shall be made when 
there is a change in use: 

(a) Commencement of owner-occupation, for a transfer from investment property to 
owner-occupied property; 

(b) Commencement of development with a view to sale, for a transfer from investment 
property to inventories; 

(c) End of owner-occupation, for a transfer from owner-occupied property to investment 
property; or 

(d) Commencement of an operating lease to another party, for a transfer from 
inventories to investment property. 

When an investment property is transferred to inventory or owner-occupied property, the 
property’s deemed cost is the fair value of the property at the date of the change in use. 

For a transfer from investment property, that will be carried at fair value, any difference 
between the fair value of the property at that date and its previous carrying amount shall 
be recognised In the Statement of Financial Performance, 

Donated Assets 

Where an asset is donated to the Municipality, or an asset is acquired by means of an 
exchange of assets between the Municipality and one or more other parties, the asset 
concerned shall be recorded in the asset register at its fair value, as determined by the 
Chief Financial Officer. 

10. DEPRECIATION 

Depreciation of PPE 

All PPE, except land and Investment Property, shall be depreciated - or amortised in the 
case of intangible assets. 

Depreciation may be defined as the monetary quantification of the extent to which PPE is 
used or consumed in the provision of economic benefits or the delivery of services. 

Depreciation shall generally take the form of an expense both calculated and debited on 
a annual basis against the appropriate line item in the department or vote in which the 
item of PPE is used or consumed. 

However, depreciation shall initially be calculated from the day following the day in which 
an item of PPE is acquired or - in the case of construction works and plant and 
machinery - the day following the day in which the item is brought into use, until the end 
of the year concerned. Thereafter, depreciation charges will be calculated annually. 




The procedure to be followed in accounting and budgeting for the amortisation of 
intangible assets shall be identical to those applying to the depreciation of other PPE. 

Rate of Depreciation and Amortisation 

The Chief Financial Officer shall assign a useful operating life to each depreciable item 
of PPE recorded on the Municipality’s asset register. In determining such a useful life the 
Chief Financial Officer shall use to the useful lives set out in the annexure to this 
document as a guideline. 

In the case of an item of PPE which is not listed in this annexure, the Chief Financial 
Officer shall determine a useful operating life, and shall be guided in determining such 
useful life by the likely pattern in which the item’s economic benefits or service potential 
will be consumed. 

The procedures to be followed in accounting and budgeting for the amortisation of 
intangible assets shall be identical to those applying to the depreciation of other PPE. 

Method of Depreciation 

The Chief Financial Officer shall allocate the depreciable amount of all depreciable PPE 
and Intangible Assets on a systematic basis over its useful life. 

The residual value and useful life of an asset shall be reviewed at least at each reporting 
date and, if expectations differ from previous estimates, the changes shall be accounted 
for as a change in accounting estimates in accordance with GRAP 3. 

11. AMENDMENT OF ASSET LIVES AND DIMINUTION IN THE VALUE OF PPE 

Only the Chief Financial Officer may amend the useful operating life assigned to any 
PPE, and when any material amendment occurs the Chief Financial Officer Shall inform 
the Council of such amendment. 

The Chief Financial Officer shall amend the useful operating life assigned to any item of 
PPE if it becomes known that such item has been materially impaired or improperly 
maintained to such an extent that its useful operating life will not be attained, or any 
other event has occurred which materially affects the pattern in which the item’s 
economic benefits or service potential will be consumed. 

If the value of an item of PPE or Intangible Asset has been diminished to such an extent 
that it has no or a negligible further useful operating life or value such item shall be fully 
depreciated or eradicated in the financial year in which such diminution in value occurs. 

Similarly, if an item of PPE has been lost, stolen or damaged beyond repair, it shall be 
fully depreciated in the financial year in which such event occurs, and if the item has 
physically ceased to exist, it shall be written off in the asset register. 

In all of the foregoing instances, the additional depreciation expenses shall be debited to 
the vote controlling or using the item of PPE or intangible Asset in question. 




If any of the foregoing events arises in the case of a normally non-depreciable item of 
PPE, and such item has been capitalised at a value other than a purely nominal value, 
such item shall be partially or fully depreciated, as the case may be, as though it were an 
ordinary depreciable item of PPE, and the department or vote controlling or using the 
item in question shall bear the full depreciation expense concerned. 

Additional depreciation not budgeted for as a result of unforeseeable or unavoidable 
circumstances must be provided for in an adjustments budget and, if such circumstances 
arises close to the end of the financial year and there will not be time for Council to 
consider the adjustments before the end of the financial year, may in advance be 
approved by the Mayor in terms of Section 29 of the MFMA, provided that any other 
provisions of the MFMA be complied with. 

12. IMPAIRMENT OF ASSETS 

The carrying amount of an item or a group of identical items of PPE and Intangible 
Assets should be reviewed periodically in order to assess whether or not the recoverable 
amount has declined below the carrying amount. 

When such a decline has occurred, the carrying amount should be reduced to the 
recoverable amount. The amount of the reduction should be recognised as an expense 
immediately, unless it reverses a previous revaluation in which case it should be charged 
to the Revaluation Reserve. 

The recoverable amount of individual assets, or groups of identical assets, is determined 
separately and the carrying amount reduced to the recoverable amount on an individual 
asset, or group of identical assets, basis. However, there may be circumstances when it 
may not be possible to assess the recoverable amount of an asset on this basis, for 
example when all of the plant and equipment is used for the same purpose. In such 
circumstances, the carrying amount of each of the related assets is reduced in proportion 
to the overall decline in recoverable amount of the smallest grouping of assets for which 
it is possible to make an assessment of the recoverable amount. 

The following may be indicators that an asset is impaired: 

• The asset has been damaged; 

• The asset has become technologically obsolete; 

• The asset remains idle for a considerable period either prior to it being put into use or 
during its useful life; and 

• Land is purchased at market value and is to be utilised for subsidised housing 
developments, where the subsidy is less than the purchase price. 

The following steps will have to be performed at year end to account for impairment 
losses: 

• The Chief Financial Officer will identify assets that: 
o are in a state of damage at year end; 

o are technologically obsolete at year end; 




o 


have remained idle for a considerable period either prior to them being put into 
use at year end or during their useful life; and 
o are subject to impairment losses because the subsidies to be received in 
exchange for assets are less than the carrying amounts. 

• The recoverable amounts of these assets need to be determined by calculating the 
net selling price per asset as defined above. 

• The impairment loss per asset is the difference between the net selling price and the 
carrying value of the asset. 

• The impairment loss needs to be accounted for by identifying the relevant funding 
source. 

13. REVALUATION OF ITEMS OF PPE 

All items of PPE are at cost except for Investment Property that is at fair value. The items 
of Investment Property are revalued with the property of the local municipality in which 
area the items are situated. 

Revalued items of Investment Property shall be carried in the Asset Register, and 
recorded in the annual financial statements, at their revalued amount. 

14. ACQUISITION OF ASSETS 

The process to be followed when assets are acquired shall be in accordance with the 
Council’s Supply Chain Management Policy, delegation of authority policies and 
payments procedure. This shall apply to all the types of council assets. 

The following procedure for purchasing an asset must be followed: 

• Requisition to be completed and signed by the person requesting the asset; 

• Three quotations must be gathered (Supply Chain Management Policy); 

• Authority in terms of delegated powers to officials must be reflected on the 
requisitions; 

• Order to be generated by the Finance Department; 

• Delivering of the asset purchased; 

• Bar coding of the asset purchased; 

• Arrival of the invoice from the supplier; and 

• Endorsing of the invoice with the bar code of the asset and payment is generated. 

15. GUIDELINE PROCEDURES FOR ADDITIONS TO ASSETS 

The asset manager must ensure all additions to assets are in accordance with an 
approved capital budget. Additions must be updated at least on an annual basis in the 
Municipality’s asset register. All additions must be approved by the Chief Financial 
Officer. 





16. FUNDING OF PPE AND RESERVES 


Within the municipality’s ongoing financial, legislative or administrative capacity, the 
Chief Financial Officer will establish and maintain the funding strategies that optimise the 
municipality’s ability to achieve its strategic objectives as stated in the Integrated 
Development Plan. The acquisition of assets will not be funded over a period longer than 
the useful life of the asset. 

Types of funding may comprise of the following: 

External Loans 

• Long-term; and 

• Short-term. 

Government Grants / Public Contributions and Donations 

• National Government; 

• Provincial Government; and 

• Other stakeholders. 

Revenue 

Revenue arising from the following transactions and events: 

• The sale of goods; 

• The rendering of services; and 

• Exercising of legal powers and duties. 

(a) The surplus arising from the revaluation of land and buildings is credited to a non- 
distributable reserve. The revaluation reserve is realised as revaluated buildings 
are depreciated, trough a transfer from the Revaluation Reserve to the 
accumulated surplus/(deficit). On disposal, the net revaluation surplus is 
transferred to the accumulated surplus/(deficit) while gains or losses on disposal, 
based on revaluated amounts, are charged to the Statement of Financial 
Performance. 

• The use by others of municipal assets thereby yielding interest, royalties and 
dividends. 

Capital Replacement Reserve 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts may be transferred from the accumulated 
surplus to the CRR in terms of a Council Resolution for approval thereof as part of the 
budget process. The cash in the CRR can only be utilised to finance items of PPE. The 
CRR is reduced and the accumulated surplus/(deficit) are credited by a corresponding 
amount when the amounts in the CRR are utilised. The amount transferred to the CRR 
is based on the municipality’s need to finance capital assets. 




17. GUIDELINE PROCEDURES FOR THE DISPOSAL OF ASSETS 


The Chief Financial Officer must take all write offs to council for approval. 

Council shall give fourteen days notice, of an auction to be held or tender process, in the 
newspaper within the area. Such notice shall also be affixed to all notice boards at the 
Council’s office. 

Council may resolve to donate any of its assets to organisations / individuals and 
persons within its area of jurisdiction. 

Land and buildings shall be auctioned at the reversed prevailing prices as indicated by 
the valuators at the time of disposal. 

The following information should be available for the write off: 

• Reason for disposal; 

• Information relating the buyer; 

• Cost and proposed selling price of the asset; 

• Date of sale; 

• Method of payment; 

• Receipt number; and 

• Relevant asset information. 

18. OTHER WRITE OFFS OF PPE 

An item of PPE, even though fully depreciated, shall be written off when it can no longer 
be used. 

The Chief Financial Officer shall consolidate all such reports, and shall promptly notify 
the Council on the PPE to be written off. 

The only reason for writing off PPE, other than the alienation of such item of PPE, shall 
be the loss, theft and destruction or material impairment of the PPE in question. 

If an item of PPE must be written off as a result of an occurrence out of the control of the 
Municipality, such as malicious damage, theft or destruction, the municipal manager 
must determine whether a third party or an employee was involved in the loss and take 
all reasonable steps to recover such loss, including reporting the incident to the South 
African Police Services and the Auditor-General, the insurance as well as institute 
disciplinary steps against any employee who might have been involved in such incident. 

In every instance where a not fully depreciated item of PPE is written off, the Chief 
Financial Officer shall immediately debit to such a vote, as additional depreciation 
expense, the fully carrying value of the item concerned. 




19. MANAGEMENT AND OPERATION OF ASSETS 


Verification of Assets 

Stock taking will ensure that all new assets are bar-coded and created on the system. It 
will be the responsibility of the Asset Manager to organise and coordinate the stock 
taking process. Stock taking will take place quarterly during the financial year. 

Purchase of new assets 

All new assets will receive a bar code number and description before being captured to 
the Asset System. All documentation regarding the purchase of the asset must be 
received by the Finance Department: 

• cheque number; 

• copy of order; 

• invoice; and 

• other detail 

20. MAINTENANCE 

Every Head of Department shall be directly responsible for ensuring that all assets are 
properly maintained and in a manner which will ensure that such item attain their useful 
operating lives. 

21. TRANSFER OF ASSETS 

When assets are transferred to other Government Departments or municipalities, a 
document with specific authorisation should be tied to the asset to ensure the validity of 
the transfer. 

The document should also include: 

• Asset description; 

• Cost of the asset; 

• Date of acquisition; 

• Unique asset number; 

• Effective date of transfer; 

• Quantity; and 

• Authorisation by both transferor and transferee. 

The asset manager must then effect the transactions in the book of accounts of the 

Municipality. 

22. PHYSICAL SECURITY OF ASSETS 

Every employee shall be directly responsible for the physical safekeeping of any asset 
controlled or used by him or her. 





All assets should be kept in a secure location, maintained regularly, insured against theft 
or destruction, utilised economically and efficiently. 

When it is suspected that an employee is abusing assets, this fact should be reported to 
the Chief Financial Officer within 48 hours. Such an employee should be subject to the 
disciplinary procedures as described in terms of the Standard Conditions of Service. 

All items of PPE lost, stolen or damaged must be reported to the Chief Financial Officer 
within 48 hours after discovery for further investigation and reporting requirement by the 
Municipal Finance Management Act No. 56 of 2003. 

23. INSURANCE OF ASSETS 

The Accounting Officer must ensure that all moveable assets as well as municipal 
buildings, are insured at least against fire and theft. 

Any theft, lost or damage to an asset should immediately be reported to Council’s 
insurance brokers. All insurance claims must be recorded in an insurance register. 

Third-party (insurance) pay-outs must be treated as revenue when the amount is 
received and may not be offset against the cost of replacing the item. The carrying value 
of items lost, stolen or damaged beyond repair must be treated as impairment. The full 
cost of the replacement item must then be capitalised. 

29. COMMENCEMENT 

This Policy takes effect on 01 July 2018. 


EXECUTIVE MAYOR: 



DATE POLICY APPROVED : 26 JANUARY 2010 


DATE REVISED POLICY APPROVED : 28 MAY 2018 


RESOLUTION : 


R 2018-05-28 (9.6) 




APPENDIX A 


SCHEDULE OF EXPECTED USEFUL LIVES OF ASSETS 

Years 

Community 

Buildings 30 

Heritage Assets 

No depreciation 

Finance Lease Assets 

Other Assets 3-5 

Other Assets 

Vehicles 1-5 

Office Equipment 1-10 

Specialised Plant and Equipment 10 

Computer Equipment 1-5 





